Enterprise governance is vital for all types of organizations, including micro entrepreneurs, as it is closely related to performance. Considering that repayable and non-repayable types of microfinance programs exist in Malaysia, this study examines whether different types of financing affect the financial and non-financial performances of micro entrepreneurs. Based on the questionnaires distributed to 485 micro entrepreneurs from Amanah Ikhtiar Malaysia (AIM) and Pusat Pembangunan Usahawan Asnaf Zakat Selangor, followed by interview sessions with 17 of them, this study found that although asnafs financially perform lower than the AIM sahabats, asnafs are generally more satisfied with their overall conditions. The findings suggested that both types of financing have their strengths and weaknesses. Therefore, to improve the current overall practice of microfinance programs in Malaysia, non-repayable programs were recommended to focus on hardcore poor entrepreneurs, whereas repayable programs were advised to focus on the poor category.
Introduction
Enterprise governance (EG) or corporate governance (CG) is a concept related to the rules and structures for effective business management and high performance. Having an effective EG sets an expectation for an organization to be well managed, sustainable, and capable of outperforming its competitors (Ball, 2016) . Despite the small size of micro entrepreneurs, the EG concept is still relevant to them. In the context of micro entrepreneurs, EG refers to the set of responsibilities or roles of the owners in ensuring that their business objectives are achieved, risks are managed, and resources are optimally utilized. Although Orford et al. (2003) suggested that the primary source of funds for small and micro entrepreneurs were either their own savings and income or financing from their personal networks (e.g., family members and friends), increasing trends are observed for these micro entrepreneurs to receive financial assistance from microfinance institutions (MFIs) (Kazemian, Abdul Rahman, Mohd Sanusi, & Adeyemi, 2016) .
Microfinance is related to providing smallscale financial services (mainly savings and credits) to small or micro entrepreneurs (Robinson, 2001) . The concept was introduced by Professor Muhammad Yunus in the 1970s in Bangladesh, with the aspiration to improve the poor people's lives by providing them access to financial services. The program has then been developed into a full-fledged MFI, namely, the Grameen Bank, and replicated by many countries, including Malaysia (Gibbons & Kassim, 1990; Kazemian, Abdul Rahman, & Ibrahim, 2014; Omar, 2010; Todaro and Smith, 2006) . In Malaysia, repayable micro financing is provided by various MFIs, such as Amanah Ikhtiar Malaysia (AIM), TEKUN Nasional, and Yayasan Usaha Maju (YUM) in Sabah. Apart from MFIs, other existing organizations, such as Zakat institutions (ZIs) and various non-government organizations (NGO), provide non-repayable micro financing to micro entrepreneurs in the country.
Previous studies in microfinance have constantly highlighted the success of repayable microfinance programs worldwide to alleviate poverty in the respective countries. Aside from Grameen Bank, ACCION's BancoSol in Bolivia, Bank Rakyat Indonesia's Unit Desa program in Indonesia, and AIM in Malaysia are examples of MFIs deemed successful in improving the income of their clients (Mamun, 2016; Revindo & Gan, 2017; Sina, Sabur & Kamaruzzaman, 2017) . Nevertheless, the performance of nonrepayable programs has been disheartening. As an example, Hussin and Ahmad (2010) reported that, overall, only 6.9% out of 537 respondents who received capital aid from Zakat institutions in Selangor and Kuala Lumpur managed to pass the Kifayah level of poverty. Another study by Che Yaacob et al. (2013) on the performance of asnaf in Johor also found that only 13% out of 173 capital aid recipients managed to earn over RM1,000 per month, while another 33.5% had income between RM300 and RM900 only.
Moreover, a study by Hamdan, Othman, and Wan Hussin (2012) on the effectiveness of four microfinance programs, namely, Lembaga Zakat Selangor (LZS), Yayasan Basmi Kemiskinan (YBK), AIM, and TEKUN, found that the mean income of AIM participants is highest at RM2,038, followed by TEKUN at RM1,994.
By contrast, LZS and YBK participants scored mean incomes of RM1,515 and RM425, respectively. Compared with the AIM and TEKUN participants, the LZS and YBK participants from are not required to make any repayment to the agencies, suggesting that the performance of participants in repayment schemes is significantly higher than those in non-repayable programs.
Despite various studies on the performance of micro entrepreneurs, little is known regarding the reasons for the lower performance of participants in non-repayable programs compared with those in repayable programs. Accordingly, this study attempts to reduce the gap using Free-rider theory. This study adopts a mixed method approach to examine whether the two types of financing affect the performance of micro entrepreneurs. For the purpose of this study, members of the largest MFIs in Malaysia, AIM, and recipients of capital financing under Pusat Pembangunan Usahawan Asnaf Zakat Selangor (PPUAZ) or Asnaf Entrepreneurs Development Centre Selangor were selected for investigation. AIM members, also known as sahabats, represented the recipients of repayable micro financing, while asnafs from PPUAZ represented the recipients of non-repayable micro financing.
Following this first section, Section Two reviews the related literature on micro financing in Malaysia and on Free-rider theory. Section Three, the Methodology section, clarifies the methods used to carry out this research. Section Four presents the results and discussion. Finally, Section Five concludes and summarizes the findings of this study based on the initial research objective. AIM, 2016) . Empirical studies conducted on AIM confirm that the program has a positive socio-economic impact. For example, the eight Impact Study conducted by UKM in 2009 found a 259% increase in the incomes of sahabats after they joined AIM compared with a 22% increment for the control group (those qualified to join AIM but refused to participate). The study also revealed that the poverty incidence of sahabats declined by 45% compared with the 6% for the control group. Moreover, the study found positive impacts of AIM on expenditures, savings, ownerships of assets, accessibilities to public facilities, and women empowerment. The study covered all 13 states in Malaysia, with a total of 1,295 respondents (UKM Pakarunding, 2010). The latest impact study was conducted by the Accounting Research Institute, Universiti Teknologi MARA. Using financial diaries as instruments, the study found that 25% out of 393 sahabats managed to earn over RM5,000 per month, suggesting that a number of sahabats are no longer classified as poor (Accounting Research Institute, 2015) .
Zakat as Non-repayable Micro Funds
The word "al-zakah" is mentioned 30 times in the Holy Quran (Al-Qaradawi, 1999 & Kazemian, 2015; Abd Wahab, 2012; Ibrahim, 2008; Md. Hassan, Mohd Nor & Mohd Rom, 2012) . Although direct payment of Zakat is still acceptable, especially for the non-productive asnafs (e.g., the disabled and elderly), Zakat is recommended to be distributed in the form of capital finance to the poor and the needy to encourage business activities among the asnafs. In the long run, the productive asnafs are expected to gain future independence, with the ability to support themselves and their families and consequently escape poverty (Ibrahim, 2008 (Abdul Wahab, 2012; PPUAZ, 2012) . Based on the PPUAZ official figure in April 2013, a total of 116 asnafs had participated actively in the PPUAZ economic development program. Under PPUAZ, asnaf entrepreneurs were grouped into seven clustered projects based on their economic activities, such as "My Burger," "Mobile Entrepreneur," and "Craft." Some of these projects are the continuation of the programs carried earlier by the SZB (PPUAZ, 2012).
However, when compared with the performance of sahabats from AIM, the performance of asnaf entrepreneurs were discouraging. Hussin and Ahmad (2010) studied the impact of the amount of capital provided to the asnafs on the success of their businesses. A survey on 534 asnafs who have received capital assistance in Selangor and Kuala Lumpur found that the percentage of successful asnafs was highest when they were given moderate amounts of capital between RM5,000 and RM20,000 than when they were given small and large amounts of capital. In the study, RM1,000 to RM5,000 were considered small, while RM20,000 was classified as large. Overall, the study found that only 37 out of 534 participants successfully earned income beyond the level of kifayah. (2012) found that only 9% of the participants in the economic development program (EDP) are considered successful in maintaining and growing their businesses, while the percentage of failure is around 32%. By contrast, approximately 48% of the asnafs are considered unchanged because no changes were observed in their income after they joined the EDP.
Free-rider Theory
Free-rider theory is often used to explain the situation where an individual is receiving benefits without any or little cost borne by him or her. Albanese and Van Fleet (1985) explained Olson's Free-rider theory by arguing that it was originally concerned with the provision of public goods to a large group of individuals. Theoretically, providing free products or services to individuals may result in inefficiency and under-provision of those goods or services (Cullitty, 1995; Russell, 2003; Hadi & Kamaluddin, 2015) . In economic literature, studies suggested that providing "free money" or grants to recipients may result in an inefficiency of fund utilization.
The comparative merits of repayable loans or non-repayable grants have long been disputed, Although no legal action will be taken by AIM for loan default, in the aqad, sahabats pledge that they will be responsible for their loans; moreover, Allah/God is a witness to all their words and actions (Hasan, 2013; Mohd-Sanusi, et al., 2015) .
From the literature, resolving the "nonrepayable grants versus repayable loans" issue seems a critical concern, and several aspects require consideration to determine the best method to finance the poor. Although the issues have been discussed in detail, especially with regard to the financing of poor countries, a limited number of empirical studies compare the impacts of providing non-repayable grants or repayable loans to the poor individual.
Theoretically, free money is suggested to lead to inefficiency. Thus, this study attempts to look at the impact of different types of financing, namely, Zakat capital financing (non-repayable) and AIM micro financing (repayable), on the financial and nonfinancial performance of micro entrepreneurs.
Methodology
EG is a concept related to both corporate and business governance (CIMA, 2007) . While CG is closely related to conformance, business governance, on the other hand, is concerned with business performance. By focusing on the business governance aspect, this study intends to examine the effect of different types of financial capital (repayable and non-repayable financing) on the performance of micro entrepreneurs. To meet this main objective, this study adopted a mixed method approach that combines quantitative (surveys) and qualitative (interviews) approaches. The surveys were conducted first to provide the overall and background information of the micro enterprises and their financial management practices. Then, the findings from the questionnaire were verified in interview sessions with selected micro entrepreneurs.
The survey data were gathered from 485 samples comprising 392 samples from AIM and 93 samples from PPUAZ. involved in micro businesses. Thus, following Cochran's calculation, a total of 384 samples from AIM were required for this study. The purposive sampling method was adopted in this study, and samples were chosen based on the participants' willingness to participate. However, to ensure that the questions were answered by the targeted respondents, prior to answering the survey questions, the participants were asked whether they were actively involved in running a business. Alternately, given that the population of the PPUAZ micro entrepreneurs was known (116 asnafs), Yamane's formula suggested 90 samples to be collected from PPUAZ. Similar to AIM, samples from PPUAZ were collected based on their willingness to participate in the study. A total of 93 questionnaires were collected from the PPUAZ micro entrepreneurs for the purpose of this study. The interviews were then conducted in November and December 2015 via telephone after all the data from the surveys had been thoroughly analyzed. Based on feedback from participants on the questionnaire, 17 (12 sahabats, 5 from PPUAZ) were interviewed.
Results and Discussion

Financial Performance
Consistent with previous studies on the performance of micro and small businesses, financial performance in this study was measured using the amount of sales and profit (Chrisman, McMullen & Hall, 2004; Chrisman & McMullen, 2005; Du Rietz & Henrekson, 2000; Fairlie & Robb, 2009; Zou, Chen & Ghauri, 2010) . Given that micro enterprises generally have no proper accounting record, participants in this study were required to report their average monthly sales and profit in the survey form. However, by focusing on the amount of sales and profits per se, we tend to miss the overall picture of these micro entrepreneurs. Referring to the amount of capital invested in the micro enterprises, the amount seems to be widely spread between RM500 and RM130,000. Moreover, as illustrated in Figure  1 , the average capital utilized by respondents from AIM is RM15,607, and the amount is double than the average capital employed by respondents from PPUAZ, which is only RM8,030. This finding verifies that the amount of capital invested by the sahabats is significantly higher compared with that by the recipients from PPUAZ. As highlighted by Robb and Watson (2012) , improving the usefulness of the financial performance measurements requires these details to be related to other information, such as the amount of money invested in the business. Thus, the return on equity (ROE) of each participant in this study was calculated based on their self-reported profit and total capital during the analysis process. With ROE as one of the performance measurements, the size of the capital investment was properly controlled in this study. To compare the means of financial performance between the AIM and PPUAZ participants, the mean tests were conducted using SPSS 20.0. Table 1 summarizes the financial performance of the micro entrepreneurs in AIM and the asnaf's EDP on the basis of the amount of sales, profit, and ROE. Table 2 shows the results of the independent sample t-test. Prior to conducting the independent sample t-test, the test of equality of variances, specifically Levene's Test, was conducted. The results from the sample, which were divided into AIM and PPUAZ participants, suggested that the mean for these two groups are significantly different.
Levene's Test in Table 2 shows that the variance of sales amount for the two groups (AIM and PPUAZ) is significantly different (sig = 0.000 < 0.05); hence, the results in the second row were used. The t-test provides evidence that the sales amount between AIM and PPUAZ respondents are significantly different, t = 0.000 < 0.05. Therefore, the null hypothesis was rejected. On average, the monthly sales of the sahabats are higher at RM5,421 (standard deviation = RM7,776) compared with those of the PPUAZ recipients at RM2,391 (standard deviation = RM2,434). This difference is statistically significant at the 0.05 significant level, t (452) = 6.490, p = 0.000 < 0.05. Moreover, adequate evidence also suggests that a significant difference exists in the profit performance of AIM sahabats (M = RM2,520, SD = RM3,189) and PPUAZ asnafs (M = RM1,070, SD = RM1,019); t (448) = 7.524, p = 0.000. This finding is consistent with Hamdan, Othman, and Wan Hussin (2012) regarding the effectiveness of the YBK (Selangor), AIM, TEKUN, and LZS microfinance programs in increasing the participants' income. The study found that the average income of the asnafs under the EDP was at RM1,515, while the average income of the AIM participants was higher at RM2,038. The mean monthly income of RM2,520 found in this study is also consistent with the previous impact studies on AIM, as illustrated in Figure 1 . In the figure, the average incomes of sahabats in 2008 and 2009 were RM2,639 and RM1,750, respectively. By contrast, aside from a study conducted by Hamdan, Othman, and Wan Hussin (2012) , no known study exists on the income or profit of asnaf entrepreneurs under the PPUAZ program; thus, a comparison is not possible.
According to the Government Transformation Programme (GTP) 1.0 Roadmap, extreme poverty and poor in Peninsular Malaysia are those who earn less than RM460 and RM760, respectively. When compared with the study conducted by Hussin and Ahmad (2010) , who found that only 6.9% of respondents who received capital aid from ZIs in Selangor and Kuala Lumpur managed to pass the Kifayah level of poverty, the present finding indicated that a major improvement occurred in the percentage of successful asnafs. Considering that the major improvement may also be influenced by the differences in the measurement of poverty level in both studies, such improvement may be attributed to the enhanced efficiency of PPUAZ in managing the EDP. Established in 2011, PPUAZ seems to have improved its mechanism in distributing capital assistance to the asnaf entrepreneurs in Selangor. All the program applicants are required to attend an entrepreneurship course as a prerequisite before receiving capital aid, which is focused on seven clustered projects (e.g., MyBurger and Mobile Entrepreneur). While the effectiveness of the program is still questionable, given that nearly half (or 44%) of the asnafs covered in this study are still earning below the poverty line, the major increase from 7% successful asnafs in 2010 to 56% in this study should be commended.
Although the monthly sales and profit of sahabats are higher when compared with those of asnafs in this study, the average score of ROE of participants from PPUAZ is still higher at 0.2816 (standard deviation = 0.3349) compared with that of AIM at 0.2238 (standard deviation = 0.2119), as shown in Table 1 . This finding suggests that, on average, the participants from PPUAZ are efficient in generating income based on the amount of capital invested. Nevertheless, this difference is not statistically significant at the 0.1 significant level, t(110) = -1.588, p = 0.115 > 0.1. It may be argued that the higher ROE score of PPUAZ respondents may be influenced by their non-repayment of the capital assistance provided by the PPUAZ. Based on the interview sessions with 12 AIM respondents, the percentage of AIM loan repayment to their total business expenses seems to be between 15% and 55%. This finding is consistent with Hassan's (2013) study on the effectiveness of AIM in reducing poverty and improving the life quality of the sahabats. In the study, on average, 34.14% of the total expenses were used to repay their loan to AIM. Thus, assuming that the asnafs were required to repay the capital assistance provided by the PPUAZ, their expenses were increased by 30%; the new adjusted profit was calculated as in Table 1 .
With the new adjusted figure, a new ROE was calculated for the PPUAZ respondents, and the average adjusted ROE was found to only be at 0.1752, significantly lower than the ROE score of the sahabats. The p-value = 0.055 suggests that the difference is statistically significant at the 0.1 level. Furthermore, the new profit calculation revealed that 5% of the asnafs were not making any profit, and another 10% would only make less than RM100 profit per month if they were to repay their capital assistance provided by the PPUAZ.
Overall, the financial performance of the AIM sahabat seems to be better than that of asnaf entrepreneurs based on the amount of sales, profit, and adjusted ROE in this study. This finding is consistent with the previous study by Hamdan, Othman, and Wan Hussin (2012) , who suggested that the performance of AIM participants is better when compared with other poverty reduction programs, such as asnaf's EDP, TEKUN, and YBK. The present study further supported the arguments that although a few asnafs became successful entrepreneurs with the aid provided by the ZIs, many are still at the unsatisfactory level and fail to move out Hussin and Ahmad's (2010) study, the present study found that a higher percentage of asnafs is earning more than the PLI.
Non-Financial Performance
Apart from financial performance, this study is also interested in understanding the nonfinancial performance of micro entrepreneurs under the two stipulated programs. As suggested by Reijonen (2008) and Fairbourne, Gibson, and Dryer (2007) , the intentions of micro entrepreneurs were not oriented toward financial performance only but more toward other factors, such as satisfaction and quality of life. Categorized as "necessity entrepreneurs," these micro entrepreneurs "are pushed into entrepreneurship because all other options for work are either absent or unsatisfactory," suggesting that money is not their sole motivator but other factors as well, such as happiness, life satisfaction, and independence (Bosma & Harding, 2006, p. 18) . In line with Campbell (2007) , this study uses non-financial measures, including business ownership, happiness, gratification, level of independence, and life improvement, to complement the financial measures in determining the performance of micro entrepreneurs.
Except for the life improvement factor, respondents were asked to rate their level of satisfaction on their happiness, independence, business satisfaction, and gratification using a five-item Likert scale. To measure the life improvement factor, respondents were asked to rate their satisfaction level on six items, namely, household income, asset ownership, housing condition, savings, children's education, and medical treatment, by comparing their current situation and their situation prior to joining the program, as summarized in Table 4 . From the data gathered, a new variable (i.e., life improvement) was created based on the mean value of the six items.
Similar to the financial performance, an independent-sample t-test was conducted to compare the satisfaction level of the AIM and PPUAZ respondents with regard to their life improvement after joining the said program, as summarized in Tables 5 and 6 . From the analysis, a significant difference was found in the scores for life improvement of participants in AIM (M = 3.645, SD = 0.7377) and PPUAZ (M = 3.8405, SD = 0.5710); t (173) = -2.795, p = 0.006. These results suggested that participants from PPUAZ are more satisfied with their life improvement after joining the asnaf 's EDP when compared with the sahabats. To explore further, on average, the PPUAZ participants seemed to score higher in four components, namely, household income, savings, children's education, and family medical fees, when compared with the AIM sahabats, as tabulated in Table 4 .
A similar test was done for other variables, namely, independence, happiness, business satisfaction, and gratification. The results were also tabulated in Tables 5 and 6 With regard to happiness, participants were asked regarding their satisfaction level on the statement, "I have achieved my personal satisfaction and happiness" using a Likert scale. From the analysis, PPUAZ respondents were found to have higher happiness scores (M = 4.08, SD = 1.013) than the AIM respondents (M = 3.45, SD = 0.914), t(483) = -5.813, p = 0.000. Moreover, despite the lower score in the financial performance of their businesses, PPUAZ respondents are more satisfied with their business ownership. In response to "I am satisfied with my business ownership," PPUAZ was found to score higher (M = 4.01, SD = 0.903) than AIM (M = 3.62, SD = 0.935), t (483) = -3.623, p = 0.000.
Further test was conducted to compare the gratification scores for AIM and PPUAZ respondents. A significant difference was observed in the gratification scores for AIM (M = 3.68, SD = 0.907) and PPUAZ (M = 4.45, SD = 0.801) participants. Specifically, these results suggested that PPUAZ respondents are more satisfied with their involvement in the micro enterprises when compared with the AIM respondents. To measure gratification, all respondents were asked to rate the statement "I have obtained personal satisfaction by working in this field" in a five-item Likert scale ranging from 1 = very dissatisfied to 5 = very satisfied.
Therefore, significant differences exist between the non-financial performances of AIM and PPUAZ respondents. From the independentsample t-test, the non-financial performance of the asnaf micro entrepreneurs seems to be better than that of the AIM sahabats based on the five measures, namely, business ownership, happiness, gratification, level of independence, and life improvement. 
Conclusion
The enterprise governance concept is vital for the long-term success of an organization, including micro entrepreneurs. Although AIM and PPUAZ have different mechanisms in providing financial assistance to micro entrepreneurs, both organizations have a similar main objective, which is to improve the socio-economic status of their participants, namely, sahabats and asnafs. Although previous impact studies on AIM indicatet that the program generally has a positive socio-economic impact to the sahabats, empirical studies on the economic development program under the ZIs (e.g., SZB) still suggest that the effectiveness of this program in alleviating poverty among asnafs is questionable. Theoretically, the cheaper the money, the less efficient its utility. Hence, whether the non-repayment nature of Zakat capital assistance contributed to this situation is interesting to understand.
Consistent with previous studies that highlighted the success of AIM in improving the financial and social conditions of the sahabats, this study found that, overall, the financial performance of sahabats is higher than that of the asnafs. Conversely, the non-financial performance of the asnaf entrepreneurs is better than that of the asnafs. These findings indicate that asnafs may financially perform lower than the sahabats, but they are generally more satisfied because they are not required to tackle several issues, such as loan repayments and free-riders in their groups.
The findings in this study indicate that both programs have their strengths and weaknesses. Although that AIM is effective in increasing the income of sahabats, this study still found that asnafs are generally more satisfied with their overall conditions. Therefore, this study proposes that ZIs (e.g., PPUAZ) should focus more on the hardcore poor, while MFIs (e.g., AIM) will focus more on the poor category. Under the PPUAZ program, the hardcore poor are subsequently not pressured to repay the financial assistance provided, and they may focus more on generating income to support themselves and their family members. After a certain period of time, with the collaboration between PPUAZ and AIM for example, these asnafs may then be transferred to the AIM program. Considering that AIM has other products and services to offer, the poor are expected to have other options to borrow extra money for their financial capital and for the expansion of their businesses. In the long run, the poor may generate significantly higher income compared to when they started their business with the PPUAZ. Such idea may motivate asnafs to work harder and avoid fully depending on the non-repayable finance under the Zakat funds.
However, given that this study was focused on the micro entrepreneurs in Selangor, the findings could not be generalized to other states in Malaysia or even to other countries. To overcome this situation, this study focused on two institutions considered the best in their own leagues. AIM is known as the biggest and most successful MFI in Malaysia, while PPUAZ is the pioneer ZI actively providing capital assistance to the asnafs. Therefore, although the findings from this study may not be generalized, the findings may still become the benchmark for other micro entrepreneurs from other institutions or areas. This finding is consistent with institutional theory, which it states that organizations tend to imitate best practices across industries to improve their performance. Moreover, owing to the financial and time constraints in conducting this research, this study exclusively focused on the financial and non-financial performances identified earlier. Other aspects could be explored in this area, thereby calling for future research.
